BEFORE THE TENNESSEE REGULATORY AUTHORITY
NASHVILLE, TENNESSEE o ,.‘ v ;
In the matter of: S5 24 AR

S

Erlon, _ SESR
CASE NO. ch C: D |

Application of United Telephone-
Southeast, Inc. for Authority

to Issue Long-Term Indebtedness
Pursuant to Tenn. Code Ann.
Section 65-4-109

APPLICATION

UNITED TELEPHONE-SOUTHEAST, INC. (hereinafter "Applicant’), in
accordance with Tenn. Code Ann. Section 65-4-109, hereby respectfully
requests that the TENNESSEE REGULATORY AUTHORITY, (hereinafter
"Authority"), approve the issuance by Applicant of $35,000,000 in long-term
indebtedness in the form of a promissory note due September 1, 2029. In
support of this Application, Applicant shows the Authority the following:
1. Applicant is a corporation duly organized and existing under the laws of
the Commonwealth of Virginia and operates in Tennessee and Virginia as a
public utility. Its Corporate and General Office Headquarters location is 14111
Capital Boulevard, Wake Forest, North Carolina 27587. Applicant is a wholly
owned subsidiary of Sprint Corporation (hereinafter "Sprint"), a Kansas
corporation with its principal offices at 2330 Shawnee Mission Parkway,
Westwood, Kansas 66205.
2. Applicant is a "public utility", as defined in Tenn. Code Ann. Section 65- (
4-101. Accordingly, Applicant has from time to time applied to the Authority (})&/U d\

X

for an order authorizing the issue of long-term bonds, notes or other ev1dence30 &73



of indebtedness, pursuant to Tenn. Code Ann. Section 65-4-109. Applicant
has traditionally financed expenditures in support of its construction program
and operations in part by short-term bank loans or by advances from its parent
company, Sprint Corporation, which loans have from time to time been
discharged in whole or in part with the proceeds derived by Applicant from the
issue and sale of First Mortgage Bonds and/or additional shares of Common
Stock. Pursuant to the provisions of Tenn. Code Ann. Section 65-4-109 and by
Order of the Authority dated June 14, 1993, in Docket No. 93-04166, Applicant
was most recently authorized to issue long-term indebtedness consisting of
$13,000,000 Series V Bonds due July 1, 1998; $35,000,000 Series W Bonds
due July 1, 2000; and $2,000,000 Series X Bonds due July 1, 2005.
3. As of June 30, 1999, Applicant had $122,260,000 in stockholder's
equity, $80,302,000 in long-term debt outstanding, $37,557,000 in short-term
debt outstanding, and $179,000 as the current maturities of long-term debt.
Applicant's present forecast indicates short-term debt consisting of borrowings
from banks and advances from parent will approach $40,000,000 in 1999.
Applicant intends to convert approximately $35,000,000 of its short-term
debt to long-term debt by the issuance of a Promissory Note. A proposed form
of the Note is attached hereto as Attachment A.
4. Applicant hereby requests the Authority to authorize Applicant to issue a

promissory note in the amount of $35,000,000 in order convert its short term



debt to long term debt. Attached as Exhibit B is a Financing Summary
containing additional information applicable to this request.

It is submitted that it is in the Applicant’s best intefest as well as its
ratepayers best interests to convert the short term debt to long term debt in
that both the Applicant and its ratepayers will be subject to less risk arising
from fluctuations of short term interest rates in the marketplace.

WHEREFORE, Applicant respectfully prays that:

(1) the Commission receive and approve this Application;

(2) no formal hearing be required hereon; and

(3) the Commission enter an order authorizing Applicant, pursuant to
Tenn. Code Ann. Section 65-4-109, to issue a Promissory Note to its parent in
the amount of $35,000,000 due September 1, 2029.

Respectfully submitted,

UNITED TELEPHONE-SOUTHEAST, INC.

By p Ve LAV L
Its Vice Presyfent

Dated: August 20, 1999.

éﬂées B. Wright
nior Attorney
United Telephone-Southeast, Inc.

14111 Capital Boulevard

Wake Forest, North Carolina 27587
#16860




Exhibit A
FORM OF PROMISSORY NOTE
(Note to be executed after regulatory approval)

$35,000,000.00 September 1, 1999
(date to be adjusted if needed after regulatory approval)

FOR VALUE RECEIVED, the undersigned, UNITED TELEPHONE -
SOUTHEAST, INC., (the "Borrower"), unconditionally promises to pay to the order of
SPRINT CORPORATION (the "Lender") to the account of the Lender specified below on the
earlier of (i) the occurrence of a Bankruptcy Event (as defined below) and (ii) September 1, 2029,
(to be adjusted if needed after commission approval) the principal sum of THIRTY-FIVE
MILLION DOLLARS ($35,000,000.00) or, if less, the aggregate unpaid principal amount of
the loan made by the Lender to the Borrower and evidenced hereby (the "Loan").

The Borrower promises to pay interest on the unpaid balance of the Loan from
and including the date the Loan is made to but excluding the date such amount is paid in full at a
rate per annum for such period equal to the Interest Rate (as defined below). Accrued interest
shall be payable on each Interest Payment Date (as defined below), provided that interest payable
at the Default Rate (as defined below) pursuant to Section 2(c) hereof shall be payable upon
demand.

The holder of this Note is authorized to record on the schedule annexed hereto and
made a part hereof or on a continuation thereof which shall be attached hereto and made a part
hereof the date and amount of the Loan made by the Lender and the date and amount of each
payment or prepayment of principal thereof. Each such recordation shall constitute prima facie
evidence of the accuracy of the information so recorded, provided that the failure to make any
such recordation or any error in any such recordation shall not affect the obligations of the
Borrower under this Note.

1 Certain Definitions. As used herein, the following terms shall have the
corresponding meanings:

"Bankruptcy Event": the occurrence of (a) the Borrower commencing any case,
proceeding or other action (i) under any existing or future law of any jurisdiction,
domestic or foreign, relating to bankruptcy, insolvency, reorganization or relief of
debtors, seeking to have an order for relief entered with respect to it, or seeking to
adjudicate it a bankrupt or insolvent, or seeking reorganization, arrangement, adjustment,
winding-up, liquidation, dissolution, composition or other relief with respect to it or its
debts, or (ii) seeking appointment of a receiver, trustee, custodian, conservator or other
similar official for it or for all or any substantial part of its assets, or the Borrower making
a general assignment for the benefit of its creditors; or (b) the commencement against the
Borrower of any case, proceeding or other action of a nature referred to in clause (a)
above which (i) results in the entry of an order for relief or any such adjudication or
appointment or (ii) remains undismissed, undischarged or unbonded for a period of 60
days; or (c) the commencement against the Borrower of any case, proceeding or other
action seeking issuance of a warrant of attachment, execution, distraint or similar process
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against all or any substantial part of its assets which results in the entry of an order for
any such relief which shall not have been vacated, discharged, or stayed or bonded
pending appeal within 60 days from the entry thereof; or (d) any action taken by the
Borrower in furtherance of, or indicating its consent to, approval of, or acquiescence in,
any of the acts set forth in clause (a), (b) or (c) above; or (¢) the Borrower generally not

paying, or unable to or admitting in writing its inability to pay, its debts as they become
due.

Business Day": a day other than a Saturday, Sunday or other day on which
commercial banks in New York City are authorized or required by law to close.

"Default Rate": in respect of any amount not paid when due, a rate per annum
during the period commencing on the due date until such amount is paid in full equal to
1% above the Interest Rate.

"Interest Payment Date": each April 1 and October 1 on which the Loan is
outstanding and the date of payment in full of the principal of this Note.

"Interest Rate": a rate per annum equal to [7.40%)] (to be priced subsequent to
commission approval and three business days prior to the issue date).

"Yield on U.S. Treasury Securities": with respect to a particular maturity on a
particular date, the yield reported for U.S. Treasury securities of such maturity in the first
publication listed which is available on such date of the following publications: (a) the
yields reported for the most recent week on the Federal Reserve System's statistical
release designated "H.15(519)" most recently published on or before such date, (b) page
“USD?” of the Bloomberg Financial Markets Services Screen at 11:00 a.m., New York
time, on such date, (c) any similar nationally recognized trading screen reporting on-line
intra-day trading in U.S. Treasury securities at 11:00 a.m., New York time, on such date
or (d) any other reasonably comparable index approved by the Borrower and the Lender.

2 Payments; Prepayments.

(a) Place and Time of Payment. All payments of principal of and interest on this
Note and all other amounts payable hereunder shall be made exclusively in U.S. dollars and
immediately available funds, without any setoff, deduction or counterclaim, at such account of
the Lender at such bank as the Lender shall from time to time specify to the Borrower in writing,
not later than 12:00 p.m. (New York City time) on the dates due, or at such other payment
location as the Lender may designate to the Borrower.

(b) Payments to be on Business Days. Whenever any payment hereunder shall be
stated to be due on a day other than a Business Day, such payment shall be made on the next
succeeding Business Day.
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(c) Interest on Overdue Principal and Other Amounts. In the event that any
principal hereof, any interest hereon or any other amount payable by the Borrower hereunder is
not paid when due (by reason of demand or otherwise) in accordance with the terms of this Note,
the Borrower will pay, to the extent permitted by applicable law, interest on such past-due
amount from the date such amount becomes due until the date the same is paid in full, at a rate
per annum equal to the Default Rate in effect from time to time.

(d) Prepayments. The Borrower may, upon one Business Day's notice to the
Lender, prepay the Loan in whole or in part at any time; provided, however, that the minimum
amount of any such prepayment shall be $1,000,000 or any whole multiple thereof. On the date
of such prepayment, the Borrower shall pay to the Lender the principal amount of the Loan being
prepaid plus interest accrued on such amount to the date of such prepayment plus the Yield
Maintenance Premium. "Yield Maintenance Premium" shall be the excess, if any, of (i) the
aggregate present value, as of the date of such prepayment, of all remaining payments of
principal and interest scheduled to be made on or after such date with respect to the principal
amount of the Loan being prepaid (subtracting from the first such interest payment, interest
accrued to such date), determined by discounting on a semi-annual basis such amounts at the
Discount Rate, over (ii) the principal amount of the Loan being prepaid. The "Discount Rate"
shall be equal to the sum of (i) the Yield on U.S. Treasury Securities, on the third trading day
preceding the date of such prepayment, having a maturity corresponding to the Weighted
Average Life of the principal amount of the Loan being prepaid and (ii) one-fifth of one percent.
If no U.S. Treasury security maturity exactly corresponds to such Weighted Average Life of the
principal amount of the Loan to be prepaid, yields for the two such Treasury maturities most
closely corresponding to such Weighted Average Life of the principal amount of the Loan to be
prepaid shall be interpolated or extrapolated from such Treasury yields on a straight-line basis,
rounding to the nearest month to determine the Yield on U.S. Treasury Securities. The
"Weighted Average Life" of the principal amount of the Loan being prepaid shall mean, as of the
date of any determination thereof, the number of years obtained by dividing the Remaining
Dollar-Years of such principal by the aggregate amount of such principal. The "Remaining
Dollar-Years" of such principal shall equal the amount obtained by (i) multiplying (x) the
remainder of (1) the amount of principal that would have become due on each scheduled
payment date if such prepayment had not been made, less (2) the amount of principal scheduled
to become due after giving effect to such prepayment by (y) the number of years (calculated to
the nearest one-twelfth) between the date of determination and such scheduled payment date, and
(i1) totaling the products obtained in (i).

3 Interest. All computations of interest and fees hereunder shall be made on the
basis of a year of 360 days for the actual number of days (including the first day but excluding
the last day) occurring in the period for which interest is payable.

4 Miscellaneous.

(a) The Borrower waives presentment, notice of dishonor, protest and any other
formality with respect to this Note.
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(b) The Borrower agrees to reimburse the Lender on demand for all costs,
expenses and charges (including fees and charges of external and in-house legal counsel for the
Lender) in connection with the preparation, negotiation, execution, interpretation, performance or
enforcement of this Note.

(c¢) This Note shall be effective following approval by the Virginia State
Corporation Commission and the Tennessee Regulatory Authority.

(d) This Note shall be binding on the Borrower and its successors and assigns and
shall inure to the benefit of the Lender and its successors and assigns, except that the Borrower
may not delegate any obligations hereunder without the prior written consent of the Lender. The
Lender may at any time assign or otherwise transfer or sell participations in this Note or any of
its rights with respect thereto.

(e) This Note shall be governed by and interpreted and construed in accordance
with the law of the State of Kansas.

(f) All notices, requests and demands to or upon the Borrower or the Lender to be
effective shall be in writing (including by facsimile transmission) and shall be deemed to have
been duly given or made (i) in the case of delivery by hand or by courier, when delivered, (ii) in
the case of delivery by mails, five days after being deposited in the mails, postage prepaid or (iii)
in the case of delivery by facsimile transmission, when received in legible form, addressed to the
applicable address specified on the signature page hereof. The Borrower and the Lender may
change their respective addresses and transmission numbers by written notice to each other.
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IN WITNESS WHEREOQF, the Borrower has caused this Note to be duly executed
by its duly authorized officer as of the day and year first above written.

UNITED TELEPHONE - SOUTHEAST, INC.

By:
Title: Treasurer

Borrower's Address for Notices:
2330 Shawnee Mission Parkway
Westwood, Kansas 66205
Attention: Treasurer
Telephone: (913) 624-3211
Telecopy: (913) 624-8426

Lender's Address for Notices:
2330 Shawnee Mission Parkway
Westwood, Kansas 66205
Attention: Treasurer
Telephone: (913) 624-3211
Telecopy: (913) 624-8426
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Exhibit B

UNITED TELEPHONE-SOUTHEAST, INC.
APPLICATION FOR AUTHORITY TO ISSUE SECURITIES
FINANCING SUMMARY

Iltem 1: Description of Issue and Proposed Uses:

A) Type of security.
UNSECURED PROMISSORY NOTE

B) Public offering, private placement, inter-company financing arrangement, or special
distribution (e.g., equity via dividend reinvestment plan, employee purchase plan, etc.).
INTER-COMPANY UNSECURED PROMISSORY NOTE

C) Proposed amount.
$35,000,000.00 (THIRTY FIVE MILLION DOLLARS)

D) Proposed date(s) of issue.
SEPTEMBER 1, 1999 (SUBJECT TO COMMISSION APPROVAL)

E) Specific uses of proceeds with estimated amounts.
SHORT-TERM DEBT REPAYMENT $35,000,000.00

Item 2: Terms of Issue:

A) Estimated interest rate. Specify a fixed or variable rate and any minimum or maximum
rates.
FIXED RATE OF 7.40% (30-YEAR TREASURY: 5.93%, PLUS 30-YEAR CREDIT
SPREAD FOR SINGLE A TELEPHONE COMPANY: 1.40%, PLUS ISSUANCE COST
AMORTIZED ANNUAL SPREAD: 0.07%). THIS FORMULA WILL BE APPLIED THREE
(3) BUSINESS DAYS PRIOR TO CLOSING TO DETERMINE THE ACTUAL
BORROWING RATE.

B) Terms of any rate adjustment (include frequency of adjustment and the particular basis
for adjustment).
IF BANKRUPTCY OCCURS, DEFAULT RATE APPLIES, WHICH IS 1% ABOVE THE
STATED INTEREST RATE.

C) Timing of payments, e.g. monthly, quarterly, annually.
SEMI-ANNUAL

D) Proposed maturity.
30 YEARS FROM DATE OF ISSUE: SEPTEMBER 1, 2029

E) Estimate all costs related to issuance (including underwriting, legal, printing, etc.)
presented in an itemized list.
NONE. ISSUANCE COSTS IMPUTED AT SEVEN (7) BASIS POINTS PER ANNUM OF
PRINCIPAL AMOUNT AND INCLUDED IN THE STATED INTEREST RATE (SEE
RESPONSE TO QUESTION A).

C:\bmtemp\wt-seapplication.doc Page 1 Of 5



F) Other Information

o Call provisions
THE NOTE IS PREPAYABLE IN WHOLE OR IN PART AT ANY TIME SUBJECT TO

THE YIELD MAINTENANCE PREMIUM. THE "YIELD MAINTENANCE PREMIUM"
SHALL BE THE EXCESS, IF ANY, OF (I) THE AGGREGATE PRESENT VALUE, AS
OF THE DATE OF SUCH PREPAYMENT, OF ALL REMAINING PAYMENTS OF
PRINCIPAL AND INTEREST SCHEDULED TO BE MADE ON OR AFTER SUCH
DATE WITH RESPECT TO THE PRINCIPAL AMOUNT OF THE LOAN BEING
PREPAID (SUBTRACTING FROM THE FIRST SUCH INTEREST PAYMENT,
INTEREST ACCRUED TO SUCH DATE), DETERMINED BY DISCOUNTING ON A
SEMI-ANNUAL BASIS SUCH AMOUNTS AT THE DISCOUNT RATE, OVER (II)
THE PRINCIPAL AMOUNT OF THE LOAN BEING PREPAID. THE "DISCOUNT
RATE" SHALL BE EQUAL TO THE SUM OF (I) THE YIELD ON U.S. TREASURY
SECURITIES, ON THE THIRD TRADING DAY PRECEDING THE DATE OF SUCH
PREPAYMENT, HAVING A MATURITY CORRESPONDING TO THE WEIGHTED
AVERAGE LIFE OF THE PRINCIPAL AMOUNT OF THE LOAN BEING PREPAID
AND (Il) ONE-FIFTH OF ONE PERCENT. IF NO U.S. TREASURY SECURITY
MATURITY EXACTLY CORRESPONDS TO SUCH WEIGHTED AVERAGE LIFE OF
THE PRINCIPAL AMOUNT OF THE LOAN TO BE PREPAID, YIELDS FOR THE
TWO SUCH TREASURY MATURITIES MOST CLOSELY CORRESPONDING TO
SUCH WEIGHTED AVERAGE LIFE OF THE PRINCIPAL AMOUNT OF THE LOAN
TO BE PREPAID SHALL BE INTERPOLATED OR EXTRAPOLATED FROM SUCH
TREASURY YIELDS ON A STRAIGHT-LINE BASIS, ROUNDING TO THE
NEAREST MONTH TO DETERMINE THE YIELD ON U.S. TREASURY

SECURITIES.

e Sinking fund provisions
NONE

« Conversion privileges
NONE

« Assets pledged, and
NONE

« Restrictive covenants.
NONE
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Item 3: Discussion of Reasonableness of Issue/Financing Strategy:

A) Does the proposed issue fit in with the company's target capital structure?
THIS ISSUANCE SHIFTS SHORT-TERM DEBT TO LONG-TERM DEBT BUT DOES

NOT IMPACT THE PROPORTION OF DEBT VERSUS EQUITY.

B) Compare the expected interest rate with rates on recent issues of similar quality and
terms in the capital markets?
ISSUER ISSUE DATE CREDIT RATING INTEREST RATE
GTE 04/27/1998 A3 6.940%
USWEST 06/29/1998 A3 6.875%
MCI WORLDCOM 08/11/1998 BBB2 6.950%
SPRINT CAPITAL 11/16/1998 BBB1 6.875%
AT&T 03/26/1999 A1 6.500%
ALLTEL 04/27/1999 A2 6.800%

C:\bmtemp\ut-seapplication.doc
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Item 4: Impact on Company:

A) Change in capital structure due to issue:

United Telephone - Southeast, inc.
Capital Structure

As of 6/30/99
($000)
(GAAP BASIS)
6/30/99 ADJUSTMENT PRO FORMA
Amount % Amount Amount %
Short-Term Debt — 37,557 ~ 156% (35,000) 2,557 T1%
Current Maturities 179 0.1% 0 179 0.1%
Long-Term Debt 80,302 33.4% 35,000 115,302 48.0%
Preferred Stock 0 0.0% 0 6] 0.0%
Common Equity 122,260 50.9% 0 122,260 50.9%
TOTAL 240,298 ~T00.0% 0" — 240,298 TT00.0%

THIS ISSUANCE SHIFTS SHORT-TERM DEBT TO LONG-TERM DEBT BUT DOES NOT
IMPACT THE PROPORTION OF DEBT VERSUS EQUITY.

Sprint Corporation
Capital Structure

As of 6/30/99
($000,000)
(GAAP BASIS)
6/30/99 ADJUSTMENT PRO FORMA
Amount % Amount Amount %
Short-TermDebt — 0 ~— 0.0% 0 0 — 00%
Current Maturities ° 664 2.4% 0 664 2.4%
Long-Term Debt 12,822 46.7% 0 12,822 46.7%
Preferred Stock 256 0.9% 0 256 0.9%
Common Equity 13,741 50.0% 0 13,741 50.0%
TOTAL — 27,483 TT00.0% 0 27,483 T100.0%

COPIES OF SPRINT CORPORATION AND UNITED TELEPHONE — SOUTHEAST,
INC. 6/30/99 FINANCIALS ARE ATTACHED
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B) Change in interest coverage due to issue:

United Telephone - Southeast, Inc.
Interest Coverage for the 12 Months

Ended 6/30/99
($000)

(GAAP BASIS)
6/30/99 ADJUSTMENT PRO FORMA
Net Income T 32,588 0 32,588
Income Taxes 19,817 0 19,817
Federal 16,769 0 16,769
State 3,048 0 3,048
Net Income Before Taxes 52,405 0 52,405
Interest on L-T Debt 5677 2,590 * 8,267
Other Interest 2,798 (1,968) ** 830
Total Interest Charges 8,475 0 9,097
Income Before Interest and Taxes 60,880 0 61,502
Pre-Tax Interest Coverage 7.18 6.76

*Assumes $35,000,000 Note issued on 6/30/98 at 7.40%
**Interest on Inter-Company advances
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